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This paper provides a selective review of theoretical research on the consistency of rational expectations
equilibrium and its properties in microeconomic models.  The general equilibrium framework is empha-
sized throughout the paper.  After defining rational expectations equilibrium for a pure exchange econ-
omy, the paper presents a simple counterexample to illustrate that rational expectations equilibria need
not exist.  Results are summarized for the generic existence of fully revealing rational expectations equi-
libria in smooth economies satisfying additional dimensionality assumptions.  Then the rational expecta-
tions equilibrium existence problem is related to earlier analysis of informationally decentralized alloca-
tion mechanisms.  Next the efficiency properties of rational expectations equilibrium allocations are ex-
amined.  Finally, the possibilities for partially revealing rational expectations equilibria are discussed.
*Preparation of this manuscript was supported by NSF Grants SBR-9309854 and IRI 9312783.  Previous financial
support from the National Science Foundation for much of the research described here is also gratefully acknowl-
edged.  The views expressed herein are those of the authors and not necessarily those of the Federal Reserve Bank of
Minneapolis or the Federal Reserve System.	 
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